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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
PRESIDING OFFICER’S INFORMATION REQUEST NO. 9 

Question 1. 

Refer to USPS LR-H-206, “Diskettes of witness Needham’s (USPS-T-39) 
Testimony and Workpapers,” WP-7, “Money Orders.” Please provide the 
source of figures 609.186 and 163,019 which appear in the formula in Cell 
AD41. Also explain the difference between the FY 1996 Inquiry Fee 
transactions of 799,805 in Cell AD41 and 893,004 transactions reported in 
Table K-5 of USPS LR-H-145 “Billing Determinants, Fiscal Year 1996.” 

RESPONSE: 

The source of the figures 609.186 and 163,019 which appear in the formula in 

Cell AD41 is the Docket No. R94-1 money order workpaper. The FY 1996 

inquiry fee transactions figure of 799,805 in Cell AD41 is also from the Docket 

No. R94-1 money order workpaper and should be 893,004 as reported in the 

Fiscal Year 1996 Billing Determinants. 



DECLARATION 

I, Susan W. Needham, declare under penalty of perjury that the foregoing answers 

are true and correct, to the best of my knowledge, information, and belief. 



REVISED RESPONSE OF POSTAL SERVICE WITNESS PLUNKET-T TO 
PRESIDING OFFICER’S INFORMATION REQUEST NO. 9 

2. Refer to USPS LR H-207, “Diskettes of Witness Plunkett’s (USPS-T-40) Testimony 
and Workpapers,” WP-13 “Summary of Special Services Cost Coverages” (revised 
1 l/20/97). Please provide the after rates volume for Restricted Delivery in Column 1, 
and the after rates revenue for Insurance and Restricted Delivery in Column 4 to reflect 
changes made in response to POIR 5, questions 9 and 11. 

2. Response: 

See attached, 

1 



RESPONSE TO POIR NO. 9 
rXiE.STION 2 

1nal9a 
USPS T-40 

WP-13 
TEST YEAR AFTER RATES 

SPECIAL SERVICES COST COVERAGES AND PERCENTAGE INCREASES 

Service 
After Rates 
Volume l/ 

cost Per 
Piece 2i 

w 
Total 

cost 3/ 

After Rates 
cost Revenue 

After Rates Coverage Per Piece 
Revenue I/ (cd 4/COI 3) (Cd 4/Cal 1) 

._.._____.........__...............~~~~.~. . . . . ..__..- _.___.. . . . . _.._ . . . . . _._._ .._. _.._ . . .._ ._ . . . ..____...... _ . . . . . . . . . . ..__... . . . .._....... __. 
(1) (2) (3) (4) (5) (6) 

Before Rates 
Revenue I/ 

. . . . . . . . . . . __-___. 

(7) 

4.013043 

64,817 

11,754.002 

289.941 

NA 

Before Rates 
Volume II 

.__-_ -._..___ ___ 

(8) 

11.891.493 

32,526 

4.274,182 

260,356 

NA 

CERTIFICATE OF MAILING 11.829.224 0.29 3.480,529 4.599,704 132.2% 0.39 

INSURANCE 31.122,768 1.56 48549,042 i?$?wE,WJ 153.8% 2.33 

RESTRICTED DELIVERY 1.71 6.930,269 160.8% 2.75 

RETURN RECEIPTS 244,274,066 1.00 243.550.272 35a,oao,557 147.0% 1.47 

DELIVERY CONFIRMATION 66608.086 0.33 22,139.260 23,563.212 106.4% 0.35 

MAILING FEES 
First-Class Presolted Mailing Fee 60,689 87.73 5377,516 6,068,931 112.9% lCQ.OO 

Periodicals Jpplication Fees 9,764 61.12 596,821 767,249 128.6% 78.58 

Standard (A) Sulk Mailing Fee 790,882 87.73 70.077.896 79.088,175 112.9% 100.00 

Siandard (S) Special Mail Presort I 908 87.73 80,413 90,752 112.9% loo.03 

Authorization to Use Permit lmprin 91,966 87.73 8.148,693 9,196,639 112.9% 100.00 

Merchandise Return Permit Fee 1.307 87.73 115,799 130,688 112.9% 100.00 

Destination Bulk Mail Center Fee 170 07.73 15,086 17025.88 112.9% lOO.CQ 

I/ From the special services workpapers USPS T-40 WP 1-12 
2l From Special Services Cast Studies LR%107, or (3)/(l) for insurance and delivery c~nlimralion 
3/ The cost per piece in Column 2 multiplied by the volume In Column 1 plus 1% tiontingency, except Insurance (WP-15) and delivery confirmation &VP-5) 

5,183,405 

775,024 

67,790,480 

77,159 

7.af7,w 

lit,085 

1447200 

Before Rates After Rates 
Revenue Percentage 
Per Piece l!?JZreaSe 

(cd 7/c01 a) (COI 6JCOl9) 
. . . . _-._ . . .._ _._.. . . . . . . . . . . . . . . . . . 

(9) (10) 

0.337 15.2% 

1.993 16.8% 

2.750 0.0% 

1.114 31.6% 

NA NA 

60,981 awoo 17.6% 

9,764 79.372 -1.0% 

797,535 85.wO 17.6% 

908 as.ooo 17.6% 

91,966 85.oxl 17.6% 

1,307 85x00 17.6% 

170 a5.m 17.646 



DECLARATION 

I, Michael K. Plunkett, declare under penalty of perjury that the foregoing 

answers are true and correct, to the best of my knowledge, information, and belief. 

\.AA&~L~4/ 
MICHAEL K. PLUNKETT 

Dated: January 28, 1998 



RESPONSE OF WITNESS O’HARA TO PRESIDING OFFICER 
INFORMATION REQUEST NO. 9 

3. Refer to USPS-T-30, Workpapers I and II, “Summary of Revenues, Fiscal Year 
1998 Before (After) Rates” (Revised 8/22/97), page 3. It appears that Money Order 
Float revenues of $62,020(000) for test year before rates and of $61,996(000) for test 
year after rates are not included in the total “Postage and Fees” from Special Services. 
Please explain how these amounts are incorporated in the forecast of TYBR and TYAR 
total revenue. 

RESPONSE: 

The fact that money orders remain outstanding between the time they are 

purchased and the time they are cashed makes additional cash available to the Postal 

Service. The $62 million ascribed to money order float represents the estimated 

financial benefit that results from the fact that interest income is eamed and/or interest 

expense is avoided during the time period that money orders remain outstanding. The 

benefit from money order float is reflected in the Postal Service’s interest income and 

interest expense estimates. The estimated $62 million test year benefit that results 

from money order float is reclassified to money orders as a non-add amount for pricing 

purposes on USPS-T-30, Workpapers I and II, “Summary of Revenues, Fiscal Year 

1998 Before (After) Rates” (Revised 8/22/97). This method is the same one that has 

been used in past rate cases. 



RESPONSE OF POSTAL SERVICE WITNESS O’HARA TO POIR NO. 9 

4. Please revise Exhibit USPS-30A, page 42 (revised g/19/97), “Summary of 
Estimated Fiscal Year 1998 Before Rates Finances” to reflect: (1) the revised volume 
forecasts in Supplemental Exhibit USPS-GA, page 2, “Quarterly Volume Forecasts, 
1997Ql to 1999Q4, Government Distributed to Classes, Before Rates;” and (2) any 
changes in volume, revenue or costs made in or required by the following responses 
to: (a) POIR 5 Items 3, 4, 7, and 10; (b) POIR 7 Items 7 and 8; and (c) POIR 8 Items 
11, 14, and 17. The Supplemental Exhibit USPS-GA was filed on October 9, 197, as 
attachment B to “Notice of the United States Postal Service of Revisions to the 
Testimony of Dr. George Tolley (USPS-T-6).” 

RESPONSE: 

A new exhibit in the format of Exhibit USPS-3OA, revised in accordance with this 

request, is attached, along with three pages of supporting workpapers, 

The revised TYBR volumes, upon which my new exhibit is based and which are 

shown in the attached workpapers, were provided by Dr. Tolley specifically in 

response to this POIR (with the exception of those Special Services for which Dr 

Tolley does not provide forecasts). I am informed by Dr. Tolley that these TYBR 

volumes are the same as those provided in his Supplemental Exhibit USPS-GA, 

entered into the record on October 22, 1997 (Tr. 13/6871), modified only slightly to 

take account of the following: 

(1) Correction of the error acknowledged in Item 14, POIR No. 8, slightly 
changes the TYBR forecast for Standard Nonprofit and, bec:ause of a cross- 
volume effect, also causes an extremely small change in single-piece First- 
Class letters. 

(2) Correction of the errors acknowledged in Items 6 and 8 of this POIR (No. 
9) slightly changes the TYBR forecast for Periodicals Regular mail. 

I am also informed by Dr. Tolley that correction of other errors has no effect on the 



TYBR forecast, either because errors in the billing determinants (eg., POlR No, 7, 

items 7 and 8; POIR NO. 8, Item 13) do not affect the TYBR forecatst if there are no 

changes in nominal or phased rates during the base period or the test year before- 

rates, or if they only involve the TYAR FWls (e.g., POIR No. 8, item 11; POIR No, 9, 

item 5). Correction of these errors, of course, is nonetheless necessary to run the 

TYAR forecast correctly. Finally, I should note that the errors in the Express Mail and 

Priority Mail forecasts acknowledged by Dr. Musgrave in response to item 10 of POIR 

NO, 1 are reflected in my new exhibit because the necessary revisions were already 

incorporated by Dr. Tolley into his Supplemental Exhibit 6A, and th,e Express Mail 

and Priority Mail TYBR forecasts reflected in my new exhibit are consistent with those 

shown in Supplemental Exhibit 6A. 

With respect to the volumes of those Special Services not forecasted by Dr. Tolley, 

witness Needham has made whatever minor adjustments need to be made to 

account for Dr. Tolley’s changes in the forecasts of certain mail categories. 

The cost figures in the exhibit were provided by witness Patelunas from the 

rollforward model, which was run with the same inputs as the rollforward run used in 

my Exhibit USPS30A (revised g-19-97) except now using the revised TYBR volume 

forecasts. 

The revenue forecasts in the exhibit were developed as shown on the attached 

workpapers, generally using the same methodologies as used by the rate design 



witnesses in making the initial revenue forecasts. Changes made in calculating 

revenues include corrections of the errors acknowledged in witness Moeller’s 

response to item 18 of POIR No. 3 (Standard Regular and Standard Nonprofit), and 

witness Plunkett’s response to item 10 of POIR No. 5 and item 17 of POIR No. 8. 

Witness Needham informs me that no changes are required on account of her 

responses to items 3, 4, and 7 of POIR No. 5, because they relate only to a finer 

level of detail than is contained in my exhibits and workpapers. 

Finally, the revenue from BRM fees shown on line 4, page 1 of WP 1 are changed 

not only to reflect the very minor change in First-Class Mail volume, but also to 

correct an error in my WPI as originally filed, which did not conform to witness 

Needham’s Workpaper 3. 
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DECLARATION 

I, Donald J. O’Hara. hereby declare, under penalty of perjury, that the foregoing 
Docket No. R97-1 interrogatory responses are true to the best of my knowledge, 
information, and belief. ’ 

Donald J. 
/- 2 7- gg 

O’Hara 

Date 



RESPONSE OF POSTAL SERVICE WITNESS TOLLEY 
TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 9 

5. Refer to LR-H-172, “Derivation of After-Rates Fixed Weight Price Indices.” 
Spreadsheet MONY96A.WK4 “Special Services - Money Orders.” Please confirm that 
the entry for Money Order Inquiry fee of “$3.00” in Cell A:N39 should be changed to 
“$2.75.” 

RESPONSE: 

Confirmed. 



RESPONSE OF POSTAL SERVICE WITNESS TOLLEY 
TO PRESIDING OFFICERS INFORMATION REQUEST NO. 9 

6. b. The FY 1996 volume figures in LR-H-172, “Derivation of After-.Rates Fixed 
Weight Price Indices,” Spreadsheet PER96A.WK4, page PX2R, Ceils B69, 870, and 
873 are equal to the volume figures in Cells LSI, L92, and L93, respectively. The 
volume figures in Cells B69, B70, and 873 are used by witness Tolley to develop the 
FWI for Periodicals Regular Rate mail. Please explain the appropriateness of using the 
figures from Cells LQI, L92, and L93 in the development of FWI for F’eriodicals Regular 
Rate mail. 

RESPONSE: 

The development of the FWI for Periodicals Regular Rate Mail requires the use of the 

total number of pieces, including Science of Agriculture pieces, receiving discounts for 

Editorial content, Delivery Unit entry, and SCF entry. Because cells L91, L92, and L93, 

on page “Bill. Det. Reports” of spreadsheet 2C-RR-XS.XLS do not contain the Science 

of Agriculture pieces receiving these discounts, it is necessary to add them to the 

pieces in cells 191, L92, and L93. Cell L81 should be added to cell LQI, cell L82 should 

be added to cell L92, and cells L80 and L87 should be added to cell L93. In the 

spreadsheet PER96A.WK4, the cells B69,870, and 871 on page PX2R should contain 

the following values: 

Cell Entry 

B69 38.407606 + 0.221623 

870 2094.983772 + 0.579322 

B73 4094.664828 + 2.767747 + 0.01133 



RESPONSE OF POSTAL SERVICE WITNESS TOLLEY 
TO PRESIDING OFFICERS INFORMATION REQUEST NO. 9 

8. Refer to LR-H-172, “Derivation of After-Rates Fixed Weight Price Indices,” 
Spreadsheet PER96A.WK4, “Periodicals Within County, Nonprofit, Classroom, and 
Regular,” page PX2R. Please confirm that the following changes should be made in 
the current and proposed rates for Periodical Regular Rate mail. 

a. Cell AM94, figure 0.127 should be changed to 0.169. 

b. Cell AM95, figure 0.143 should be changed to 0.190. 

c. Cell AM96, figure 0.161 should be changed to 0.214 

d. Cell AN94, figure 0.119 should be changed to 0.158 

e. Cell AN95, figure 0.135 should be changed to 0.180. 

f. Cell AN96, figure 0.152 should be changed to 0.203. 

RESPONSE: 

(a) - (f). Confirmed. 



I, George Tolley, declare under penalty of perjury that the 

foregoing answers are true and correct to the best of my knowledge, 

information and belief. 

n 
&igned) 

I- X\G-YY 
(Date) 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE TO 
PRESIDING OFFICER’S INFORMATION REQUEST NO. 9 

Question 6. 

Refer to witness Taufique’s Workpaper RR-A, pages 1 and 2, and the associated 
computer spreadsheet designated 2C-RR-XS.XLS, page “Bill. Det. Reports.” The 
volume figure in Cell L91 is equal to the volume figure in Cell L68, and therefore 
does not include the volume figure in Cell L81. Similarly, the volume figure in 
Cell L92 equals the volume figure in Cell L69. and does not include the volume figure 
in Cell L82. Also, the volume figure in Cell L93 is equal to the volume figure in 
Cell L67, and does not include either the volume figure in Cell L80 or the volume 
figure in Cell L87. 

a. Please explain the meaning and use of volume figures in Cells l-91, L92, and L93. 

RESPONSE 

a. Cell L91 displays Periodicals Regular Rate DDU discount pieces only and does 

not include Science of Agriculture (SOA) or SOA Commingled pieces. Similarly, Cell 

L92 displays Periodicals Regular Rate SCF discount pieces only and does not include 

SOA SCF or SOA commingled SCF pieces. Likewise, Cell L93 displays Periodicals 

Regular Rate editorial content pieces and does not including SOA or SOA 

commingled editorial estimates. These cells are not used in my subsequent 

workpapers. Instead, Cells L67, L68, L69, L80, L81, L82, and L87 are used in 

subsequent volume and revenue calculations. See my computer spreadsheet 

designated 2C-RR-XS.XLS: page “TYBR Bill. Det.” - cells B43, 844, B45, B57, B58, 

859, and 864, and page “TYAR B.D.” - cells C43, C44, C45, C59, C60, C61, and 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE TO 
PRESIDING OFFICER’S INFORMATION REQUEST NO. 9 

Question 7. 

Refer to witness Taufique’s Workpaper RR-A, pages 1 and 2, and the associated 
computer spreadsheet designated 2C-RR-XS.XLS. page “Bill. Det. Reports.” Row 18 
is labeled “Nonadvertising - Including SOA & Commingled.” Row 30 is labeled “SCI. 
OF AGRICULTURE - NONADVERTISING.” Row 38 is labeled “SOA COMMNGLD 
NONSBSCRBR NONADVERTISING.” Please confirm that the volume figures in 
Row 18 do include the volume figures in Rows 30 and 38. 

RESPONSE 

Confirmed 



DECLARATION 

I, Altaf H. Taufique, declare under penalty of perjury that the foregoing 

answers are true and correct, to the best of my knowledge, information, and belief. 

Dated: I xrl9S 
I 



RESPONSE OF UNITED STATES POSTAL SERVICE 
TO PRESIDING OFFICERS INFORMATION REQUEST NO. 9 

POIR No. 9, Item 9 

9. Please provide the Postal Inspection Service report on the audit of RPW and ODIS 
systems mentioned on page 10 of the Semiannual Report of the Of& of Inspector 
General, April l-September 30, 1997, Volume 2. 

RESPONSE: 

This report was filed by the Postal Service on December IO. 1997, as Library 

Reference H-313. 



RESPONSE OF THE UNITED STATES POSTAL SERVlCE TO 
PRESIDING OFFICER’S INFORMATION REQUEST NO. 9 

10. In response to OCAIUSPS-T12--61, redirected from witness Degen, witness 
Alexandrovich describes the process used in the computation and redistribution of clerk 
and mailhandler volume variable premium pay. One of the steps noted by the witness 
calculates the percentage of the night-shift differential and Sunday premium costs 
which are volume variable non-BMC mail processing, shown on line 8 of 
Workpaper B-3, W/S 3.0.13. These volume variable non-BMC percentages are derived 
by multiplying the percentage of clerk and mailhandler IOCS direct tallies involving 
night-shift differential, LR-H-146 at V-14, and Sunday premium, LR-H-146 at V-17, by 
the average mail processing labor variability for MODS 1 & 2 operations, shown in 
USPS-T-12, Table 4. Tr. 13/7080. 

In the Postal Service’s response to Order No. 1203, the calculation for the 
redistribution of volume variable premium pay appears to follow all the same steps 
except that the percentage of clerk and mailhandler non-BMC direct tallies is multiplied 
by the total average mail processing variability of 93.46 percent rather than the average 
mail processing variability for MODS 1 8 2 operations of 92.73 percent, which is shown 
in Table A of LR H-315. 

Please confirm that in the response to Order No. 1203 the percentage of clerk 
and mailhandler non-BMC direct tallies is multiplied by the total average mail 
processing variability to develop the volume variable non-BMC premium costs shown 
on Worksheet 3.0.13 of USPS LR H-316. If confirmed, please explain why the total 
average mail processing variability percentage was used rather than1 the average 
variability percentage of MODS 1 & 2 offices used in its original presentation. 

If not confirmed, explain the basis for the calculation in the response to Order 
No. 1203 used to derive the volume variable non-BMC premium costs to be 
redistributed. 

Response: 

We confirm that the total average mail processing variability was used in developing 

volume variable non-BMC premium costs shown on Worksheet 3.0.13 of USPS LR H- 

316. To be consistent with the Postal Service’s original filing, it should have been the 

average variability for MODS l&2 offices used by witness Alexandrovich, 



CERTIFICATE OF SERVICE 

I hereby certify that I have this day served the foregoing document upon all 

participants of record in this proceeding in accordance with section 12 of the Rules of 

Practice. 

$? tL& 
Eric P. Koetting 

475 L’Enfant Plaza West, S.W. 
Washington, D.C. 20260-I 137 
January 28, 1998 


